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1982 
BELGIAN KEY ECONOMIC INDICATORS 1/ 


Percent Percent 
Change Change 


ITEM 1980/81 1 1981/82 


INCOME, PRODUCTION, EMPLOYMENT 





GNP at Current Prices 

GNP at 1975 Prices 

Per Capita GNP at 

Current Prices 

Industrial Production 
(1970 = 100) 

Average Hourly Wage 
(1975= 100) 

Average Unemployment Rate 


MONEY AND PRICES 


Money Supply (Ml: June) 
Public Debt 
3-Monthly Treasury Bills 
Wholesale Price I! 

(1953 = 100) 
Consumer Price 

(1974/75 = 100) 
BF/$ Exchange Rate 
Effective Exchange Rate 

(IMF Weights: 1975 = 100) 


BALANCE OF TRADE/ PAYMENTS 





Exports, FOB, 
of which: 
Exports to US 
Exports to EC 


Imports CIF 

of which: 
Imports from US 
Imports from EC 


Trade Balance (Customs Basis) >, 000 -6,404 
Current Account Balance -4,762 


1 Figures have been constructed from various Belgian sources 
into dollars using a representative early 1982 exchange rate 
Figures for 1982 are projections or assumptions. 


2 Main exports to US, 1981 ($ millions): Electrical machinery (730) 
chemical products (600), grains (650), and other food products (100), textiles 
and clothing (200), optical equipment (140), pulp and paper (100). 





SUMMARY 


The economic reform measures instituted by a new center-right Belgian 
coalition government in early 1982, including a devaluation and a partial 
wage-freeze, came not a minute too soon. The Belgian economy, after 
suffering from a chronic deterioration in export performance, industrial 
output, employment, profits and public finances since 1974,was hard hit 
by the 1980-81 slump and appeared to be headed for a critical period. 
The current account deficit was approaching 6 percent of GNP, 
unemployment had reached 11 percent of the work force, and the national 
debt stood at 70 percent of GNP. The economy was operating on heavy 
foreign borrowing which was being used essentially to finance a standard 
of living that was above the productive capacity of the economy to 
sustain. 


By the end of 1981, the Belgian economy was in a difficult situation 
quite out of keeping with traditional Belgian prosperity and industry. 
There seemed to be no easy exit from this economic difficulty and there 
still is none. It will take several years of sustained effort to 
overcome years of neglect and decline, but the economic policies being 
carried out by the present coalition appear to represent a big step in 
the right direction. The devaliuation/wage freeze, coming on top of a de 
facto depreciation of the Belgian franc against the dollar in 1981, 
should be a strong stimulus to exports, particularly if there is a 
general upturn of demand in Europe around mid-year, as many are hoping. 
Consumer prices will rise at a faster rate than before -- possibly by 12 
percent in 1982 -- so that in conjunction with the partial wage freeze, 
labor costs will be cut and manufacturing firms should see their sales 
prices rise faster than their input costs, and their profit margins 
widen. Increased export demand should be mostly offset by a reduction in 
domestic private consumption. The net effect on industrial activity will 
not be dramatic but it should be slightly positive. The effects on the 
unemployment level will not be felt until later. GNP will rise at a rate 
of between 0.5 to 1 percent during 1982 as the trade deficit begins to 
shrink. The reduction in the real-wage rate will probably be in the 
region of 4 percent, depending on the rate of consumer price rises. The 
economy-wide inflation rate measured by the GDP deflator will rise less 
rapidly than the CPI, possibly by only 8 percent, but because of the 
partial wage freeze this difference should allow a moderate shift of 
resources away from consumption and toward exports and profits. Because 
of existing overcapacity, these profits will in the short run probably 
end up helping to finance the government deficit, thereby reducing its 
foreign borrowing requirements. In the longer run, the new relative 
structure and shifts in the distribution of GNP should help set the stage 
for increased investment and employment. 


The Belgian economy will still have a long way to go before it is out of 
the woods, however, and politics will not necessarily stand still waiting 
for the promises of the long run to arrive. Labor is highly unionized 
and able to make its views heard. In this connection, the desperate 
condition of the Walloon steel industry and the layoffs that will 
inevitably accompany its restructuring are a threat to economic 
stability, and the chronic tension between the Dutch-speaking north and 
French-speaking south of Belgium will continue to make life difficult for 
the present coalition as it has done for all its predecessors. 





STAGNATION SINCE 1974 


The Belgian economy has been in a state of near stagnation sinte the 
1973-74 oil shocks and associated changes in world price and demand 
structures. Belgium found itself left with sharply increased import 
costs but with an industrial structure and a range of export goods that 
were ill-suited to the emerging patterns of demand and competition. 
Belgian industry was heavily concentrated in such products as steel, 
non-ferrous metals, basic chemicals, glass manufacture, and textiles -- 
industries in which world trade was shrinking and prices were rising 
slowly. 


Unable to pass on increased import costs or to expand export volume, 
Belgium nevertheless continued its former rate of consumption of goods 
and services, with the result that the current account swung into an ever 
increasing deficit. The price of Belgian value added remained too high. 
Wage costs, which had risen sharply in the years preceding the oil shock, 
remained protected by indexation, and the franc became gradually 
overvalued as it was pulled up by association with the Deutsche mark. 


Unemployment rose steadily, but aggregate consumer purchasing power did 
not decline in step with unemplovment because of the relatively generous 
social security system, including unemployment benefits. With tax 
revenues declining and transfer payments increasing, the growing 
government deficit was met by larger and larger borrowing that drove up 
long-term domestic interest rates, further dampening industrial 
investment. When domestic borrowing began to reach practical limits in 1979, 
the government began to meet its financial needs by borrowing abroad. 

The economy found itself in a vicious circle characterized by high labor 
costs, high unemployment, stagnant industrial activity, and excess 
aggregate consumption. The financial counterpart to this situation was 
an outflow of funds on the current account, high government borrowing to 
finance both public and private consumption, high interest rates, inflows 
of capital -- increasingly due to official borrowing -- and outflows of 
the same funds necessitated by defense of an overvalued currency. 


Throughout this period, it was hoped that competition would force an 
industrial restructuring toward manufactured goods relying on higher 
levels of technology. The thought was that high-technology goods would 
justify high wages and an increase in the proportion of value added 
domestically with respect to export prices. These hopes were not 
fulfilled. There was insufficient labor mobility, and, given the 
existing level of wage costs, the capital required to create new jobs at 
competitive productivity levels was not forthcoming. 


Governmental economic policy during the period was directed toward a 
gradual reduction of wage costs in order to restore the competitive 
position of exports. A series of weak coalition governments, including 
parties of both the left and the right, however, found themselves forced 
to put together compromise economic policy packages of small effect. 


The upturn in general business conditions that took place in Europe in 
1978-79 gave the Belgian economy some temporary relief, but Belgium was 
not able to improve its fundamental competitive position or to bring its 





internal costs and prices into balance during this period. The new 
downturn that began in late 1980 continued into 1981 producing a drop in 
real GNP of about 2.6 percent last year. Toward the end of 1981, most 
Belgian economic analysts were expecting a recovery in the business cycle 
to begin around the turn of the year, but as the expected stimulus from 
abroad -- particularly from Germany -- seemed less and less likely, hopes 
for better times began to fade. 


THE MARTENS LZ GOVERNMENT 


In December 1981, following elections that substantially changed the 
composition of Parliament, Wilfried Martens of the Flemish Catholic 
Party was able to form a coalition government with the participation of 
the business-oriented Liberal party with the exclusion of the 
Socialists. In spite of certain inevitable internal divisions, this 
coalition was able to bring a more homogeneous philosophy to bear in the 
formulation of economic policies than its recent predecessors. The 
government obtained "special powers" from parliament to introduce 
economic reform measures. The special powers act, passed soon after the 
government was sworn in, allowed it to bypass the normal legislative 
procedures in such a way that in most areas of economic policy the 
government could issue rapid decrees without specific parliamentary 
approval. Since the government has a parliamentary majority, the main 
effect of special powers is to accelerate implementation of economic 
policies and to avoid lengthy debates and peripheral amendments. 


The government moved rapidly into action at the beginning of 1982, first 
issuing several decrees rationalizing tax policy. This move was followed 
on February 22 by an 8.5 percent devaluation of the Belgian franc with 
respect to the European Monetary System and accompanied by a modification 
of the wage-indexation system and a price freeze designed to allow for 
the pass-through of imported costs without a corresponding increase in 
internally generated costs. Wages were frozen across the board until 
June 30, following which they were to be allowed to go up according to a 
formula that is expected to result in an average wage bill that rises by 
only half the amount of rises in the consumer price index. 


Other measures were also taken. The corporate income tax rate was 
reduced from 48 to 45 percent, and a system of tax exemptions to 
encourage new investment in corporate stock similar to a successful 1978 
French law was put into effect. In the weeks following the devaluation 
and associated measures, the government began to tackle the difficult job 
of reducing its own deficit, by both cuts in general government spending 
and some modifications to the social security system. 


GOVERNMENT FINANCES 


The 1981 recession further worsened the already serious financial 
situation of the state. The deficit rose from 12.1 percent of GNP in 
1980 to 15.3 in 1981. While total government receipts increased slightly 
-- from 46.1 percent to 47.4 percent of GNP -- expenditures increased 
much faster: from 58.2 percent to 63.7 percent of GNP. This development 
was due to several factors. The decrease in real GNP had little if any 





effect on most government outlays, almost all of which -- such as 
transfer payments to individuals and expenditures on goods and services 
-- are inelastic to the business cycle. The expenditures of the state, 
moreover, are mostly tied to the consumer price index in one way or 
another and the CPI in 1981 rose more rapidly than the GNP implicit price 
deflator. Finally, high interest rates and the growth of borrowing in 
the recent past increased the cost of servicing the national debt from 
6.2 percent to 7.9 percent of GNP. The 13 billion dollar deficit that 
had to be financed in 1981 was met by internal borrowing for about half, 
while the remainder was obtained through foreign currency loans. 


An examination of the relative shares of different categories of 
government expenditures with respect to GNP shows clearly the impact of 
chronic recession. Public purchases of goods and services, investment 
expenditures and subsidies to industry have all increased more or less in 
tandem between 1973 and 1981, presumably reflecting the slow rate of real 
GNP growth and the tendency of these sorts of expenses to grow under 
their own momentum. Meanwhile, unemployment outlays increased from about 
1 percent of GNP in 1973 to over 4 percent of GNP in 1974, while debe 
service payments increased from less than 4 percent to 8 percent during 
the same period. While debt service increases are partly due to the rise 
in interest rates, a more significant factor is the cost of debt already 
accumulated. Debt service will continue to grow inexorably for some time 
into the future, reaching at least 12 percent of GNP by 1985. 


Bringing government receipts and expenditures back into balance is going 
to be extremely difficult and will require sustained effort and some 
imagination. Both marginal and average tax rates are already very high 
by international standards and have probably reached a point of 
diminishing returns. Expenditure cuts, on the other hand, are not in 
themselves a solution. With an average tax take of close to 50 percent 
of GNP, a two percent cut in government expenditures will mechanically 
produce a one percent fall in government receipts. To reduce the 1981 
budget deficit to zero would require slashing total government 
expenditures by half, and would, of course, produce a total collapse of 
the economy. A solution will therefore require a judicious combination 
of expenditure reductions and supply-oriented reflationary measures. 


REGIONAL RIVALRIES 


Difficult economic conditions have helped to exacerbate the political 
rivalries between Dutch-speaking Flanders and French-speaking Wallonia. 
The development of heavy industry in Wallonia, based on coal and steel, 
dates back to the early part of the nineteenth century; for most of 
Belgium's history Wallonia was more prosperous than Flanders, which 
remained an agriculture region. Flemish industry, however, underwent a 
period of rapid expansion during the fifties and sixties, particularly 
along a corridor stretching between Brussels and the Port of Antwerp. 
During this period, the expansion of world trade and generalized economic 
growth masked the fact that much of Walloon industry was becoming 
obsolete. The downturn of world trade in 1974 and the emergence of 
fierce competition in trade of many basic industries, particularly steel, 
posed an acute threat to the economy of Wallonia. 





Although both regions of Belgium have been experiencing similar economic 
difficulties, the unemployment rate is higher in Wallonia than in 
Flanders, and official statistics -- which are open to many 
interpretations -- seem to show that Wallonia contributes slightly less 
to total GNP than its proportional share of the population. This 
situation has led many in Flanders to complain that they are being forced 
to subsidize Wallonia. In Wallonia, on the other hand, it is often felt 
that the national government is dominated by the larger Flemish 
population, and that national industrial policies have worked to the 
detriment of Wallonia. On both sides, there is a substantial amount of 
sentiment in favor of giving the two regions a greater degree of 
decision-making autonomy with respect to economic policies. 


This is easier said than done. The first stage of political 
regionalization is underway. Each of the two regions has a directly 
elected legislative body and an appointed executive with power to make 
decisions in certain areas of policy that are clearly amenable to local 
control. So far, however, the regions have been given only very limited 
authority to raise revenues through taxation, their budgets being 
principally funded out of national tax collections. In the area of 
economic policy, the regions have been given responsibility for such 
things as urban planning, promotion of tourism, and promotion of 
investment. The regions have also been given responsibility for 
implementing industrial policy with the exception of sectors receiving 
high subsidies: shipbuilding, coal mining, glass manufacture, textiles 
and steel. 


Today, many Belgians feel that these five sectors must be regionalized 
too, because of the political contention over the high level of subsidies 
going to the Walloon steel industry and the opposition by Flemish public 
opinion to their continuation. Such a regionalization would not 
necessarily be beneficial to Flanders. While public opinion focusses 
almost exclusively on steel, Flanders obtains about 66 percent of the 
money allotted to subsidizing the five national sectors because most coal 
mines and shipyards are located in Flanders, as is 75 percent of the 
textile industry. Another aspect of the problem is that most Flemings 
feel that regionalization of subsidies automatically implies that they 
will be funded by regional tax collections in the future. Most Walloons, 
on the other hand, envisage a system of block grants from the national 
treasury to the regions with an increase in regional taxes. 


The question of regionalization of industrial subsidies leads to the 
possibility of regionalizing other economic entities such as the public 
works program, and the state-owned savings and loan bank, which is an 
important source of funding for industrial investment and a large 
purchaser of public bond issues. 


BELGIAN STEEL 
The difficulties that have plagued the steel industry worldwide for 
several years have fallen especially heavily on Belgian steel, which 


exports more than 80 percent of its production. Steel manufacture began 
in Belgium in the early nineteenth century, centered around the cities of 





Charleroi and Liege, and has remained the backbone of Walloon industry. 
A gradual consolidation of steel production facilities in those two 
cities culminated last year in the fusion of the various elements into 
one company, Cockerill-Sambre, representing 60 percent of total Belgian 
steel production and 80 percent of Walloon steel production. 


Cockerill-Sambre, handicapped by poor management, fragmented production 
lines, over-capacity, obsolete installations and high labor costs, has 
been losing money since 1975. If an index of labor costs per worker is 
set at 100 for Belgium, the corresponding figures for competing countries 
are 87 in Germany, 82 in Luxembourg, 70 in France, 57 in Italy and 48 in 
the UK. The other Belgian steel firms, comprising several "independent" 
Walloon manufacturers and a modern steel mill built in Flanders in the 
mid-sixties, have managed to stay afloat through the steel slump without 
the government subsidies and capital infusions that have been required to 
keep Cockerill-Sambre operating. 


The political and economic importance of Cockerill-Sambre goes far beyond 
the fate of a single company. Steel is not only the largest single 
industrial sector in Wallonia but is the heavy industrial base that 
supports much of the remaining economic activity there. Walloon steel is 
simply too important to the nation -- and particularly to the Walloon 
region -- to abandon. Rules of the European Community (EC) on European 
steel subsidies and restructuring, however, dictate that all subsidies 
must be ended by 1985, and that in the interim, disbursement of FC funds 
for steel sector modernization be contingent on an approved restructuring 
plan. The restructuring plan for Cockerill~Sambre, recently approved by 
the European Commission, will require a substantial cutback in capacity 
and employment. Because of the political difficulties entailed and 
because of problems in finding sources of sufficient investment funds, 
there has been a protracted series of negotiations involving the Belgian 
government, the EC Commission, the banks, the company's management and 
the unions. These negotiations have yet to produce a firm plan on how to 
steer the company back toward profitability by 1985. Meanwhile, the 
frustration of the steel workers resulted in strikes and demonstrations, 
activities that have spilled beyond the steel industry itself. 


LABOR 

The Belgian labor force is highly unionized. With an industrial 
tradition dating back to the early nineteenth century, labor relations 
were not always harmonious, but Belgian workers have been able to obtain 
a very extensive network of job and income guarantees, along with a 
highly developed national social security system including medical care, 
family allowances and legislated vacation pay. Labor is highly skilled, 
well educated and hard working. Overall labor productivity is high, 
partly reflecting the industrial structure which relies on heavy capital 
investment and the high unemployment rate. At the level of individual 
manufacturing firms, however, productivity is also high in comparison 
with similar installations in other countries. Belgian labor, however, 
is far from docile. Strikes and demonstrations are not a chronic feature 
of the Belgian economy as long as things are going well, but the 
possibility of serious labor troubles is always just below the surface. 





The labor movement is split into two wings, one Socialist and the other 
Catholic. The Socialist unions are dominant in French-speaking Wallonia; 
the Catholics predominate in Dutch-speaking Flanders. While the current 
coalition government has the strength of being relatively homogeneous in 
its views, it suffers two important weaknesses: it is under-represented 
in Wallonia due to the exclusion of the Socialist Party and it is 
confronted with the ire of Socialist unions opposed to economic reform 
measures that will cut real income. 


Looked at from a national viewpoint, labor costs -- wages and social 
security taxation -- must be reduced to eliminate the existing imbalances 
in imports and exports, consumption and production, and taxes and 
expenditures. The most painful imbalance is the growing level of 
unemployment. As of early 1982, about 450,000 fully unemployed Belgians 
(approximately 11 percent of the labor force) were drawing compensation. 
In addition to the fully unemployed, however, Belgium had about 130,000 
people listed as partly unemployed early in 1982 and another 175,000 
people falling under various public programs to combat unemployment, such 
as early retirement, retraining programs and temporary government hiring 
programs. The European Commission, which adjusts the unemployment 
statistics of member countries to put them on a common basis, gives the 
Belgian unemployment rate as 13 percent, which is the highest level in 
the Community. 


While unemployment is always a corrosive social problem and a personal 
tragedy, these effects in Belgium are somewhat mitigated by unemployment 
compensation payments which in many cases can amount to a high proportion 
of previous income, and are reduced over time but never cut off. 
Belgium's unemployment rate is an enormous direct burden on government 
finances, and an indirect burden on the employed population due to the 
continual pressure on marginal tax rates. 


THE OUTLOOK FOR 1982 


Throughout the past year, the economic situation in Belgium continued to 
deteriorate. The recession does appear to have hit bottom, however. 
There were some indications of an improvement in levels of business 
activity toward the third quarter of 1981, but these indications do not 
yet constitute evidence for the existence of a durable upturn. The 
1980-81 slump has been especially sharp because Belgium has a number of 
industries that are in structural trouble like textiles and steel, and 
others that are in a cyclical downturn, like automobile and housing 
construction. During some previous recessionary periods -- notably in 
1975 -- the construction industry, which is not sensitive to external 
demand, acted as a countercyclical element; in 1981, however, the 
construction industry was in phase with the business cycle and 
exacerbated the drop in GNP for the year. Gross domestic product in 1982 
appears to have fallen by about 1.3 percent, while gross national product 
fell by 1.6 percent because of the negative balance of factor payments 
abroad. 


There have been other discouraging signs. Unemployment has risen by 
about 20 percent during the past year. The steady rise in the 
unemployment rate that had been going on since 1974 due to demographic 





factors and economic stagnation was given a sharp boost, as male 
unemployment began to rise abruptly in early 1980, nearly doubling by the 
beginning of 1982. In 1980, the country's current account deficit of 
$3.6 billion amounted to 5.7 percent of GNP. Preliminary estimates for 
1981 show a deficit of around $4.7 billion, or about 7.7 percent of GNP. 
By the end of 1981, CPI inflation was running at a rate of between 7 and 
8 percent -- up Slightly. The outlook for 1982 would have been for 
somewhat better growth than 1981 on the assumption that conditions would 
be improving toward the middle of the year in other European countries 
and in the United States, and because of the de facto depreciation of the 
Belgian franc that developed during the course of 1981 as the dollar 
moved sharply upward. Already, by the end of the year there were some 
indications that the merchandise trade deficit was beginning to improve. 
In structural terms, however, there were few signs of any fundamental 
improvements in the country's longer term competitive position or in 
progress toward a healthier financial situation. 


The government's economic program -- the devaluation, wage restraint and 
other measures -- have improved the outlook for next year. The improved 
competitive position of Belgian exports should increase export volume by 
about 2 percent in 1982 and could lead to a return to trade balance 
during the course of 1983. The improvement in exports, however, will be 
partly dependent on demand from neighboring countries. Inflation will 
increase -- probably to between 11 and 12 percent by the end of 1982. 
This will not be a completely negative development, however. Coupled 
with the partial wage freeze, and assuming a drop in real energy costs, 
manufacturing firms should see their sales prices rise faster than their 
input costs, allowing for a reconstruction of profit margins. 


The economic program contains some risks. The expected -- and necessary 
-- cuts in real disposable income will lead to a weakening of internal 
demand and a fall-off of tax receipts. It is to be hoped that increased 
export demand will offset decreased consumer expenditures and that a 
healthier cash flow in the manufacturing sector will generate internal 
financial resources sufficient to offset the decrease in tax receipts. 
If things work out as hoped, the net effect of the government program 
should be primarily to bring the external accounts back into better 
balance and to halt the deterioration in manufacturing industry by 
re-equilibrating relative prices between the sheltered and exposed 
sectors of the economy. 


It is debatable whether the measures will lead to a significant increase 
in activity and industrial output during the course of 1982. There 
probably will be some improvement over a base forecast made in the 
«bsence of the measures -~- GNP may increase between 0.5 and 1 percent -- 
but in the short term, not enough to lead to any significant increase in 
fixed capital investment or to reverse the trend in unemployment. The 
change in economic policy orientation, however, if maintained in 1983, 
should be felt in future years and lay the ground for more fundamental 
improvements in conditions, including a decline in unemployment after 
1985 when the demographics will be more favorable. 





IMPLICATIONS FOR THE UNITED STATES 


The hefty appreciation of the dollar with respect to the Belgian franc -- 
by 31 percent from the 1980 average exchange rate to the 1981 average 
rate -~ reversed the growth of US exports to Belgium that had taken place 
during the three preceding years. The dollar's appreciation continued 
into 1982, and, along with the Belgian franc's devaluation, led to a 
further shift in the exchange rate by some 15 percent in favor of the 
dollar by the spring of 1982. The actual shift in the value of trade 
between Belgium and the United States depends on which currency it is 
measured in, on the exchange rate used to convert the trade, and on 
discrepancies in the data. The following table (in millions of dollars) 
illustrates the differences: 


Percent Change 
US Data 


Exports (fas) 
Imports (fas) 


Belgian Data (converted at 
average contemporaneous 
exchange rates) ($1=29BF) ($1=38BF) 


Imports (cif) 5,559 4,263 
Exports (fas) 2,198 2,210 


Belgian Data (converted at 
arbitrary 1982 exchange rate 
of $1=42BF) 


Imports (cif) 3,838 3,857 
Exports (fas) 1,509 2,000 


Without going into all the possible reasons for the discrepancies, it is 
sufficient to note that from the US perspective, exports dropped by 

13 percent in value, while from the Belgian viewpoint imports from the 
United States were about constant in value. Both the exchange rate and 
the depressed level of demand made it more difficult for American firms 
to export to Belgium in 1981; in 1982 it will be even harder. On the 
positive side, it may be noted that the United States continues to run a 
strong trade surplus with Belgium, partly due to the fact that Belgian 
exports to the rest of the EC incorporate a significant amount of 
imported US-made content. It is also worth noting that there are few, if 
any, arbitrary barriers set up by Belgium to exclude foreign imports. 


An important aspect of US-Belgian economic relations is the size of the 
US business establishment in Belgium. Approximately 1200 American firms 
have some sort of presence in Belgium, including sales and distribution 
offices, manufacturing facilities, regional headquarters and research 





establishments. According to US Department of Commerce figures, the book 
value of American investment in Belgium stood at about $6 billion by the 
end of 1980. The shift in exchange rates has had a mixed impact on these 
firms. Those firms that are manufacturing for export find that their 
export earnings are worth less in terms of dollars, while the cost of 
components imported from the United States has increased. The 
depreciation of the currency and resulting decrease in labor costs works 
to the advantage of many manufacturing firms that are relatively labor 
intensive. For firms that are already competitive because of high 
technology or capital-intensive production methods -- a description that 
probably applies to most US manufacturers in Belgium -- the depreciation 
of the currency probably represents something of a disadvantage, since it 
increases the costs of imported US components and reduces the dollar 
value of their repatriated earnings. 


Despite difficulties, US exports to Belgium will continue. The Embassy 
has identified below several sectors as those showing particular promise. 


In 1981 the United States captured 28.5 percent of Belgium's $536 million 
computer and peripherals market. The market is open because domestic 
production is small. The best prospect is in minicomputers catering to 
the large group of small business firms that comprise the major part of 
the economy. Squeezed by recession and high labor costs, these firms are 
seeking means to streamline, including computerization. Demand for 
minicomputers and peripherals is expected to double between 1980 and 


1986. The computer software and services market, estimated at $250 


million in Belgium also holds some promise for American products. 


Business equipment and systems have a similarly sizable and growing 


market in Belgium for the same reasons. Fast data networks, 
multiplexers, protocol converters, record processors, microfilm storage 
and retrieval equipment, automatic vending, electronic fund-transfer 
terminals and point-of-sale terminals with built-in microcomputers should 
find a good market. Belgian imports of process control, analytical and 
scientific instruments should increase as well. Process control 
instrumentation will be used especially in the petro-chemical, glass, 
electrical power-generation and cement industries. 


Medical equipment purchases depend heavily on government funding. The 
new Belgian national medical plan covering 1981-85 gives priority to the 
treatment of heart, circulatory and renal diseases. Demand for medical 
equipment in those fields should continue. Some equipment for the 
treatment of cancer, with the exception of body scanners and axial 
tomographic systems, may find reasonable market opportunities. 
Biotechnologies are also selected as a growth sector, as well as 
equipment for the handicapped and elderly. 


In the materials handling machinery area, expected growth in the use of 
automatic conveyor lines, forklifts and automatic warehousing equipment 
should provide good opportunities for US suppliers. 


The Belgian electronic components market was some $500 million in 1981. 
Although about 40 percent of the Belgian market is captive (Philips, ITT 
and Siemens), we expect steady growth for US manufactured products, 





especially advanced technology and specialty items. We see markets for 
electron tubes for the microwave, industrial and medical fields; passive 
components in specialized technology areas where US companies can offer 
price/performance/specification advantages; and semiconductors where the 
main market is for memories, digital and analog integrated circuits and 
microprocessors. 


In 1980 Belgian coal consumption amounted to about 15.9 million tons, of 
which 10.1 million tons were imported. Belgian coal imports are expected 
to increase to about 15 million tons by 1990, as domestic production 
declines. The US is the major supplier to Belgium, with 42 percent of 
the import market. The real growth market for imported coal has been for 
electricity generation (5.2 million tons in 1980); this sector should be 
completing its program of conversion away from oil in 1982-83. The other 
major end-user of coal was coking plants which used 7.9 million tons in 
1980. 


Agricultural exports to Belgium in 1981 came to over $660 million, a 29 
percent increase over 1980. Corn, soybeans and other oilseeds show the 
greatest promise for future export growth due to the fact that crushing 
capacity added this year will increase production capacity by 40 percent. 


In addition to the areas mentioned, we have seen strong growth, and we 
expect this growth to continue in sales of air conditioning and 
refrigeration equipment. lumber and wood products; construction machinery 


and equipment, drugs and pharmaceuticals, hand and power tools, and -- 


last but far from least -~- aircraft, aviation components and avionics. 














